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DETAILED ACTION 

The amendment received April 6, 2006 is acknowledged and entered. Claim 6 
has been amended. Claims 1-3, 5 t 9-11, 15-17, and 22-24 have been canceled. 
Claims 25-27 have been added. Claims 4, 6-10, 12-14, 18-21, and 25-27 are currently 
pending. 



Response to Arguments 

Applicant's arguments filed April 6, 2006 and February 27, 2006 have been fully 
considered but they are not persuasive. 

In response to applicant's argument that the patent law does not require that an 
invention require physical acts to be performed outside of an computer in order to be 
patentable, the examiner respectfully disagrees. Merely calculating e.g. (f=ma) on a 
computer is not statutory. An abstract idea does not become less abstract by merely 
putting it on a computer. 

In response to applicant's arguments that the patent law does not require that an 
invention measure physical phenomena, but to be patentable, an algorithm must be 
applied in a useful way, the examiner respectfully disagrees. "Useful is not the only 
test. The test includes useful, concrete, and tangible. 

In response to applicant's arguments that "the claimed invention does in fact 
output a result that has a practical application", the examiner respectfully disagrees. 
There is no output recited in the rejected claim(s). Although the claims are interpreted in 
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light of the specification, limitations from the specification are not read into the claims. 
See In re Van Geuns, 988 F.2d 1181, 26 USPQ2d 1057 (Fed. Cir. 1993). 

In response to applicant's arguments that "the usefulness of the claimed 
invention is identical to the claimed invention that was found patentable in State Street 
Bank", the examiner respectfully disagrees. The usefulness is not identical. The 
applicant is valuing an intangible asset. 

Claim rejection under 35 USC § 101 as per the applicant's invention not being 
within the technological arts have been withdrawn in view of Precedential Decision by 
the Board of Patent Appeals and Interferences in case Ex parte Carl A. Lundgren 
(Appeal No. 2003-2088). 

Claim Rejections - 35 USC § 101 

35 U.S.C. 101 reads as follows: 

Whoever invents or discovers any new and useful process, machine, manufacture, or composition of 
matter, or any new and useful improvement thereof, may obtain a patent therefor, subject to the 
conditions and requirements of this title. 

1. Claims 4, 6-10, 12-14, 18-21, and 25-27 are rejected under 35 U.S.C. 101 
because the claimed invention is directed to non-statutory subject matter. See detailed 
discussion below. 

As the Supreme Court held, Congress chose the expansive language of 35 
U.S.C. § 101 so as to include "anything under the sun that is made by man." Diamond v. 
Chakrabarty, 447 U.S. 303, 308-09, 206 USPQ 193, 197 (1980). In Chakrabarty, 447 
U.S. at 308-309, 206 USPQ at 197, the court stated: 
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In choosing such expansive terms as "manufacture" and "composition of 
matter," modified by the comprehensive "any," Congress plainly contemplated 
that the patent laws would be given wide scope. The relevant legislative history 
also supports a broad construction. The Patent Act of 1793, authored by Thomas 
Jefferson, defined statutory subject matter as "any new and useful art, machine, 
manufacture, or composition of matter, or any new or useful improvement 
[thereof]." Act of Feb. 21, 1793, ch. 1 1, § 1, 1 Stat. 318. The Act embodied 
Jefferson's philosophy that "ingenuity should receive a liberal encouragement." V 
Writings of Thomas Jefferson, at 75-76. See Graham v. John Deere Co., 383 
U.S. 1, 7-10 (148 USPQ 459, 462-464) (1966). Subsequent patent statutes in 
1836, 1870, and 1874 employed this same road language. In 1952, when the 
patent laws were recodified, Congress replaced the word "art" with "process," but 
otherwise left Jefferson's language intact. The Committee Reports accompanying 
the 1952 Act inform us that Congress intended statutory subject matter to 
"include anything under the sun that is made by man." S. Rep. No. 1979, 82d 
Cong., 2d Sess., 5 (1952); H.R. Rep. No.1923, 82d Cong., 2d Sess., 6 (1952). 
[Footnote omitted] 



This perspective has been embraced by the Federal Circuit: 

The plain and unambiguous meaning of section 101 is that any new and 
useful process, machine, manufacture, or composition of matter, or any new 
and useful improvement thereof, may be patented if it meets the requirements 
for patentability set forth in Title 35, such as those found in sections 102, 103, 
and 112. The use of the expansive term "any" in section 101 represents 
Congress's intent not to place any restrictions on the subject matter for which 
a patent may be obtained beyond those specifically recited in section 101 and 
the other parts of Title 35.... Thus, it is improper to read into section 101 
limitations as to the subject matter that may be patented where the legislative 
history does not indicate that Congress clearly intended such limitations. 

Alappat, 33 F.3d at 1542, 31 USPQ2d at 1556. 



35 U.S.C. § 101 defines four categories of inventions that Congress deemed to be 
the appropriate subject matter of a patent: processes, machines, manufactures and 
compositions of matter. 
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Federal courts have held that 35 U.S.C. § 101 does have certain limits. First, the 
phrase "anything under the sun that is made by man" is limited by the text of 35 U.S.C. 
§101, meaning that one may only patent something that is a machine, manufacture, 
composition of matter or a process. See, e.g., Alappat, 33 F.3d at 1542, 31 USPQ2d at 
1556; In re Warmerdam, 33 F.3d 1354, 1358, 31 USPQ2d 1754, 1757 (Fed. Cir. 1994). 
Second, 35 U.S.C. § 101 requires that the subject matter sought to be patented be a 
"useful" invention. Accordingly, a complete definition of the scope of 35 U.S.C. § 101 , 
reflecting Congressional intent, is that any new and useful process, machine, 
manufacture or composition of matter under the sun that is made by man is the proper 
subject matter of a patent. 

The subject matter courts have found to be outside of, or exceptions to, the four 
statutory categories of invention is limited to abstract ideas, laws of nature and natural 
phenomena. These three exclusions recognize that subject matter that is not a practical 
application or use of an idea, a law of nature or a natural phenomenon is not patentable. 
See, e.g., Rubber-Tip Pencil Co. v. Howard, 87 U.S. (20 Wall.) 498, 507 (1874) ("idea of 
itself is not patentable, but a new device by which it may be made practically useful is"); 
Mackay Radio & Telegraph Co. v. Radio Corp. of America, 306 U.S. 86, 94, 40 USPQ 
199, 202 (1939) ("While a scientific truth, or the mathematical expression of it, is not 
patentable invention, a novel and useful structure created with the aid of knowledge of 
scientific truth may be."); Warmerdam, 33 F.3d at 1360, 31 USPQ2d at 1759 ("steps of 
'locating 1 a medial axis, and 'creating' a bubble hierarchy . . . describe nothing more 
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than the manipulation of basic mathematical constructs, the paradigmatic 'abstract 
idea'"). 

The courts have also held that a claim may not preempt ideas, laws of nature or 
natural phenomena. The concern over preemption was expressed as early as 1 852. 
See Le Roy v. Tatham, 55 U.S. (14 How.) 156, 175 (1852) ("A principle, in the abstract, 
is a fundamental truth; an original cause; a motive; these cannot be patented, as no one 
can claim in either of them an exclusive right."); Funk Bros. Seed Co. v. Kalo Inoculant 
Co., 333 U.S. 127, 132, 76 USPQ 280, 282 (1948) (combination of six species of 
bacteria held to be nonstatutory subject matter). Accordingly, one may not patent every 
"substantial practical application" of an idea, law of nature or natural phenomena 
because such a patent "in practical effect be a patent on the [idea, law of nature or 
natural phenomena] itself." Gottschalk v. Benson, 409 U.S. 63, 71-72, 175 USPQ 673, 
676(1972). 

A claim that requires one or more acts to be performed defines a process. The 
applicant's invention is directed to a method or a process and thus falls within an 
enumerated statutory class. 

However, not all processes are statutory under 35 USC Section 101. To be 
statutory, a claimed process must either: (A) result in a physical transformation which a 
practical application is either disclosed in the specification or would have been known to 
a skilled artisan, or (B) be limited to a practical application which produces a useful, 
tangible, and concrete result. See Diehr, 450 U.S. at 183-84, 209 USPQ at 6. 
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Upon making the determination that the invention is a method or process that falls 
within an enumerated statutory class, the Examiner must now determine whether the 
claimed invention falls within one of the Section 101 judicial exceptions, i.e., is the 
invention directed to laws of nature, natural phenomena or an abstract idea. Moreover, 
in evaluating whether the claims meet the requirements of section 101, the Supreme 
Court requires the Examiner to consider the claims as a whole to determine whether the 
invention is for a particular application of an abstract idea, rather than an abstract idea 
itself. 

Exceptions: Laws of nature, natural Phenomena and Abstract Ideas: 

Inventions directed to nothing more than abstract ideas (such as mathematical 
algorithms), natural phenomena, and laws of nature are not eligible and therefore are 
excluded from patent protection. Diehr, 450 U.S. at 185, 209 USPQ at 7; accord, e.g., 
Chakrabarty, 447 U.S. at 309, 206 USPQ at 197; Parker v. Flook, 437 U.S. 584, 589, 
198 USPQ 193, 197 (1978); Benson, 409 U.S. at 67-68 , 175 USPQ at 675; Funk, 333 
U.S. at 130, 76 USPQ at 281. "A principle, in the abstract, is a fundamental truth; an 
original cause; a motive; these cannot be patented, as no one can claim in either of 
them an exclusive right." Le Roy, 55 U.S. (14 How.) at 175. Instead, such 
"manifestations of laws of nature" are "part of the storehouse of knowledge," "free to all 
men and reserved exclusively to none." Funk, 333 U.S. at 130, 76 USPQ at 281 . 

Thus, "a new mineral discovered in the earth or a new plant found in the wild is not 
patentable subject matter under Section 101. Chakrabarty, 447 U.S. at 309, 206 USPQ 
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at 197. "Likewise, Einstein could not patent his celebrated law that E=mc ; nor could 
Newton have patented the law of gravity." Ibid. Nor can one patent "a novel and useful 
mathematical formula," Flook, 437 U.S. at 585, 198 USPQ at 195; electromagnetism or 
steam power, O'Reilly v. Morse, 56 U.S. (15 How.) 62, 113-114 (1853); or "[t]he 
qualities of * * * bacteria, * * * the heat of the sun, electricity, or the qualities of metals," 
Funk, 333 U.S. at 130, 76 USPQ at 281; see Le Roy, 55 U.S. (14 How.) at 175. 

While abstract ideas, natural phenomena, and laws of nature are not eligible for 
patenting, methods and products employing abstract ideas, natural phenomena, and 
laws of nature to perform a real-world function may well be. In evaluating whether a 
claim meets the requirements of section 101, the claim must be considered as a whole 
to determine whether it is for a particular application of an abstract idea, natural 
phenomenon, or law of nature, rather than for the abstract idea, natural phenomenon, or 
law of nature itself. 

Determine Whether the Claimed Invention Covers Either a § 101 Judicial 
Exception or a Practical Application of a § 101 Judicial Exception 

The Examiner must ascertain the scope of the claim to determine whether it covers 

either a § 101 judicial exception or a practical application of a § 101 judicial exception. 

The conclusion that a particular claim includes a § 101 judicial exception does not end 

the inquiry because "[i]t is now commonplace that an application of a law of nature or 

mathematical formula to a known structure or process may well be deserving of patent 

protection." Diehr, 450 U.S. at 187, 209 USPQ at 8 (emphasis in original); accord Flook, 

437 U.S. at 590, 198 USPQ at 197; Benson, 409 U.S. at 67, 175 USPQ at 675. Thus, 

"[wjhile a scientific truth, or the mathematical expression of it, is not a patentable 
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invention, a novel and useful structure created with the aid of knowledge of scientific 

truth may be." Diehr, 450 U.S. at 188, 209 USPQ at 8-9 (quoting Mackay, 306 U.S. at 

94); see also Corning v. Burden, 56 U.S. (15 How.) 252, 268, 14 L.Ed. 683 (1854)("lt is 

for the discovery or invention of some practical method or means of producing a 

beneficial result or effect, that a patent is granted . . ."). 

Determine Whether the Claimed Invention Covers Either a § 101 Judicial 
Exception or a Practical Application of a § 101 Judicial Exception 

The Examiner must ascertain the scope of the claim to determine whether it covers 
either a § 101 judicial exception or a practical application of a § 101 judicial exception. 
The conclusion that a particular claim includes a § 101 judicial exception does not end 
the inquiry because "[i]t is now commonplace that an application of a law of nature or 
mathematical formula to a known structure or process may well be deserving of patent 
protection." Diehr, 450 U.S. at 187, 209 USPQ at 8 (emphasis in original); accord Flook, 
437 U.S. at 590, 198 USPQ at 197; Benson, 409 U.S. at 67, 175 USPQ at 675. Thus, 
"[wjhile a scientific truth, or the mathematical expression of it, is not a patentable 
invention, a novel and useful structure created with the aid of knowledge of scientific 
truth may be." Diehr, 450 U.S. at 188, 209 USPQ at 8-9 (quoting Mackay, 306 U.S. at 
94); see also Corning v. Burden, 56 U.S. (15 How.) 252, 268, 14 L.Ed. 683 (1854)("lt is 
for the discovery or invention of some practical method or means of producing a 
beneficial result or effect, that a patent is granted . . ."). 

In light of the specification, it appears that the applicant is directing the invention to 
valuing intangible assets. Assuming this is correct, the Examiner asserts that the 
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applicant's invention is an abstract idea. The Examiner now must determine if the 
applicant's invention is a particular application of an abstract idea. 

Determine Whether the Claimed Invention is a Practical Application of an 
Abstract Idea, Law of Nature, or Natural Phenomenon (§ 101 Judicial 

Exceptions) 

For claims including such excluded subject matter to be eligible, the claim must be 
for a practical application of the abstract idea, law of nature, or natural phenomenon. 
Diehr, 450 U.S. at 187, 209 USPQ at 8 ("application of a law of nature or mathematical 
formula to a known structure or process may well be deserving of patent protection."); 
Benson, 409 U.S. at 71, 175 USPQ at 676 (rejecting formula claim because it "has no 
substantial practical application"). 

To satisfy section 101 requirements, the claim must be for a practical application of 
the § 101 judicial exception, which can be identified in various ways: 

(a) The claimed invention "transforms" an article or physical object to a 
different state or thing. 

(b) The claimed invention otherwise produces a useful, concrete and tangible 
result, based on the factors discussed below. 

a. Practical Application bv Physical Transformation 

The applicant's invention does not transform an article or physical object to a 
different state or thing, 
b. Practical Application That Produces a Useful. Concrete, and Tangible Result 
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For eligibility analysis, physical transformation "is not an invariable requirement, but 
merely one example of how a mathematical algorithm [or law of nature] may bring about 
a useful application." AT&T, 172 F.3d at 1358-59, 50 USPQ2d at 1452. Since the 
Examiner determined that the claims do not entail the transformation of an article, the 
Examiner must review the claim to determine if the claim provides a practical application 
that produces a useful, tangible and concrete result. In determining whether the claim is 
for a "practical application," the focus is not on whether the steps taken to achieve a 
particular result are useful, tangible and concrete, but rather that the final result 
achieved by the claimed invention is "useful, tangible and concrete." The claim must be 
examined to see if it includes anything more than a § 101 judicial exception. If the claim 
is directed to a practical application of the § 101 judicial exception producing a result 
tied to the physical world that does not preempt the judicial exception, then the claim 
meets the statutory requirement of 35 U.S.C. § 101 . If the examiner does not find such 
a practical application, the examiner has determined that the claim is nonstatutory. In 
determining whether a claim provides a practical application that produces a useful, 
tangible, and concrete result, the examiner considers and weighs the following factors: 

"USEFUL RESULT" 

For an invention to be "useful" it must satisfy the utility requirement of section 
101. The USPTO's official interpretation of the utility requirement provides that the utility 
of an invention has to be (i) specific, (ii) substantial and (iii) credible. MPEP § 2107 and 
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Fisher, 421 F.3d at , 76 USPQ2d at 1230 (citing the Utility Guidelines with approval 

for interpretation of "specific" and "substantial"). 

The Examiner asserts that the applicant's invention performs a mathematical 
algorithm with no useful purpose, as nothing is done with the result. 

"TANGIBLE RESULT" 

The tangible requirement does not necessarily mean that a claim must either be 
tied to a particular machine or apparatus or must operate to change articles or materials 
to a different state or thing. However, the tangible requirement does require that the 
claim must recite more than a § 101 judicial exception, in that the process claim must 
set forth a practical application of that § 101 judicial exception to produce a real-world 
result. Benson, 409 U.S. at 71-72, 175 USPQ at 676-77 (invention ineligible because 
had "no substantial practical application."). "[A]n application of a law of nature or 
mathematical formula to a ... process may well be deserving of patent protection." 
Diehr, 450 U.S. at 187, 209 USPQ at 8 (emphasis added); see also Corning, 56 U.S. 
(15 How.) at 268, 14 L.Ed. 683 ("It is for the discovery or invention of some practical 
method or means of producing a beneficial result or effect, that a patent is granted . . ."). 
In other words, the opposite meaning of "tangible" is "abstract." 

The Examiner asserts that the method claim does produce a real-world result, or 
beneficial effect and thus does have substantial application. 



CONCRETE RESULT 
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Another consideration is whether the invention produces a "concrete" result. 
Usually, this question arises when a result cannot be assured. In other words, the 
process must have a result that can be substantially repeatable or the process must 
substantially produce the same result again. In re Swartz, 232 F.3d 862, 864, 56 
USPQ2d 1703, 1704 (Fed. Cir. 2000) (where asserted result produced by the claimed 
invention is "irreproducible" claim should be rejected under section 101). The opposite 
of "concrete" is unrepeatable or unpredictable. Resolving this question is dependent on 
the level of skill in the art. 

The Examiner asserts that the applicant's invention is repeatable or predictable. 

Determine Whether the Claimed Invention Preempts an Abstract Idea, Law of 
Nature, or Natural Phenomenon (§ 101 Judicial Exceptions) 

Even when a claim applies a mathematical formula, for example, as part of a 

seemingly patentable process, the examiner must ensure that it does not in reality "seek 

[] patent protection for that formula in the abstract." Diehr, 450 U.S. at 1 91 , 209 USPQ 

at 10. "Phenomena of nature, though just discovered, mental processes, abstract 

intellectual concepts are not patentable, as they are the basic tools of scientific and 

technological work." Benson, 409 U.S. at 67, 175 USPQ at 675. One may not patent a 

process that comprises every "substantial practical application" of an abstract idea, 

because such a patent "in practical effect would be a patent on the [abstract idea] itself." 

Benson, 409 U.S. at 71-72, 175 USPQ at 676; cf. Diehr, 450 U.S. at 187, 209 USPQ at 

8 (stressing that the patent applicants in that case did "not seek to pre-empt the use of 

[an] equation," but instead sought only to "foreclose from others the use of that equation 
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in conjunction with all of the other steps in their claimed process"). "To hold otherwise 
would allow a competent draftsman to evade the recognized limitations on the type of 
subject matter eligible for patent protection." Diehr, 450 U.S. at 192, 209 USPQ at 10. 
Thus, a claim that recites a computer that solely calculates a mathematical formula (see 
Benson) or a computer disk that solely stores a mathematical formula is not directed to 
the type of subject matter eligible for patent protection. 

The applicant's invention is effectively directed to a computer that calculates a 
mathematical formula. 

Conclusion 

THIS ACTION IS MADE FINAL. Applicant is reminded of the extension of time 
policy as set forth in 37 CFR 1 . 1 36(a). 

A shortened statutory period for reply to this final action is set to expire THREE 
MONTHS from the mailing date of this action. In the event a first reply is filed within 
TWO MONTHS of the mailing date of this final action and the advisory action is not 
mailed until after the end of the THREE-MONTH shortened statutory period, then the 
shortened statutory period will expire on the date the advisory action is mailed, and any 
extension fee pursuant to 37 CFR 1.136(a) will be calculated from the mailing date of 
the advisory action. In no event, however, will the statutory period for reply expire later 
than SIX MONTHS from the mailing date of this final action. 
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Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to Freda A. Nelson whose telephone number is (571) 272- 
7076. The examiner can normally be reached on Monday - Friday. 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, John Hayes can be reached on 571-272-6708. The fax phone number for 
the organization where this application or proceeding is assigned is 571 -273-8300. 

Information regarding the status of an application may be obtained from the 
Patent Application Information Retrieval (PAIR) system. Status information for 
published applications may be obtained from either Private PAIR or Public PAIR. 
Status information for unpublished applications is available through Private PAIR only. 
For more information about the PAIR system, see http://pair-direct.uspto.gov. Should 
you have questions on access to the Private PAIR system, contact the Electronic 
Business Center (EBC) at 866-217-9197 (toll-free). If you would like assistance from a 
USPTO Customer Service Representative or access to the automated information 
system, call 800-786-9199 (IN USA OR CANADA) or 571-272-1000. 



FAN 06/05/2006 




